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Abstract: In the modern society intellectual capital (IC) disclosure offers 
valuable insights on the information transparency between the organisation and 
its stakeholders. The purpose of the present study is to analyse the determinants 
of IC disclosure based on the firm data collected from the Scandinavian 
countries. We have chosen to analyse 123 annual reports in the local language 
for the period of 2008 to 2012. The annual reports act as one of the best sources 
of data revealing important information about firms that are beyond the 
reporting requirements of the accounting regulations. This paper combines the 
empirical research of IC disclosure with the previous literature to identify its 
strategic implications on corporate governance. The aim is to examine the 
relationship between firm size, leverage ratio, information asymmetry and 
industry-specific factors on the level of IC disclosure. Our results call the 
potential need for more IC disclosure. 
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2016), University of Economics, Prague, May, 2016. 
 
1 Introduction 
The Scandinavian governments recognise the vital importance of sound corporate 
governance on the well-functioning of the financial market, and thus have taken active 
measures to constantly develop their accounting standards and regulations (Knudsen  
et al., 2015). The aim is to invite more quality disclosure and improved management 
practices from the publicly listed companies. Consequently, the Scandinavian countries, 
particularly Denmark, Norway, Sweden and Finland, have been increasingly at the centre 
of research attention in terms of their welfare states as well as their corporate governance 
characteristics (Gray et al., 2004). Given the scarce research done on the corporate 
disclosure of intellectual capital among the Scandinavian firms, the need to do so is 
strong. Consequently, this paper will examine the intellectual capital (IC) disclosure of 
the listed firms in the Scandinavian countries as well as its strategic implications on 
corporate governance. 
The role of intellectual capital played in corporate governance is gaining a rising 
attention, as high financial assets are tied to intangible assets (Muttakin et al., 2015). 
Firms have recognised this trend via an increasing amount of investment in intellectual 
capital and intangible assets. Consequently, research in the subject matter would deepen 
our understanding on the role of intellectual capital played in corporate governance. 
Empirical research on the disclosure of intellectual capital including its causes and 
implications derives high potential and would be useful in understanding how firms use 
its intangible assets to attain a competitive advantage in the market. While accounting 
standards and regulations currently require a relatively low level of intellectual capital 
disclosure in firms’ annual reports, firms choose to voluntarily disclose information 
related to their intangible assets in accordance to their strategic needs and industry norms 
(Manolopoulou and Tzelepis, 2014). In other words, the freedom to decide on the level, 
as well as the quality of IC disclosure, can be properly managed, and thus deserves 
analysis on its own. 
Firms disclose information related to their intangible assets in accordance with their 
business culture and as a part of their branding strategy (Gan et al., 2013). In addition to 
the corporate disclosure regulated by the accounting standards, there are various 
management incentives behind intellectual capital disclosure. These management 
incentives can be analysed via an empirical study and are dependent on the industry type. 
For example, in R&D-intensive industries, the management of intellectual capital offers 
firms a competitive advantage by which they can compete against other players in the 
market (Xia, 2015). Intellectual capital disclosure can also be used to attract financial 
advantages, such as additional shares in the capital markets. Consequently, the incentives 
behind intellectual capital disclosure may vary resulting in a varying degree of IC 
disclosure as well as differences in the quality of disclosure. Despite the importance of 
the subject, research in intellectual capital disclosure along with the management 
incentives to disclose IC information remains scarce (Brüggen et al., 2009). 
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The innovative feature of this paper is to examine a combination of different firm-
specific factors, such as firm size, the leverage ratio and information asymmetry, as well 
as industry groupings, on the level of IC disclosure based on the firm data collected from 
the Scandinavian countries. This information is excavated from the annual reports, which 
act as one of the best sources to examine the level of corporate disclosure. This is because 
firm’s annual reports reveal valuable information about their business practices that are 
beyond the reporting requirements of the accounting regulations. Consequently, the 
research questions of the present study are formulated as below: 
1 Does the type of industry acts as a determinant behind the disclosure of intellectual 
capital? 
2 Is the level of IC disclosure affected by firm-specific factors, such as firm size, the 
leverage ratio and information asymmetry? 
The goal of this research is to deepen our understanding of corporate governance and the 
IC disclosure practices of the listed firms in the Scandinavian countries. We have 
organised our paper as follows. First, we will review the traditional literature and the 
importance of the research topic. Then, we will elaborate the data and research design of 
this study to be confirmed by empirical data. Thereafter, we will discuss how do our 
results contribute to the advancement of the field including their strategic implications on 
corporate governance and their policy impacts on the accounting regulations in the last 
section of this paper. 
2 Literature review (intellectual capital disclosure) 
2.1 The importance of intellectual capital disclosure on corporate decisions 
In today’s society, firm’s competitive advantage is no longer built solely on production. 
Previous research has shown that the management of intellectual capital creates 
enterprise value especially for firms operating in the R&D intensive industries (Verbano 
and Crema, 2016). Researchers such as Petty and Guthrie (2000) have aligned the 
development of our society in the information age to the role played by intellectual 
capital in the corporate life. Along with the economic, technological and sociological 
developments, intellectual capital acts as a motor that drives innovation in a knowledge-
based economy. In the business context, the sound management of intellectual capital is 
one of the key determinants behind the creation of organisational value (Chou, 2016). 
Intellectual capital manifests itself as important strategic assets for a firm in terms of 
its growth and innovation. By intellectual capital disclosure, it refers to the disclosure of 
strategic and operative information of the firms’ intangible assets. That is, the disclosure 
of intellectual capital reveals essential information about a firm’s knowledge-based 
resources and the value that they contribute to the firm’s performances. Intellectual 
capital can be divided into human, organisational and relational capital (Ienciu, 2014). 
Human capital includes both tacit and explicit knowledge of the employees as well their 
competencies and skills to perform tasks. Organisational capital includes technological 
innovations, corporate culture, intellectual property and business processes of a firm. 
Relational capital is then reflected in the quality of relationships of the firm with its 
stakeholders including but not limited to its customers, suppliers, shareholders and 
investors. Therefore, intellectual capital disclosure reveals crucial information about the 
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key capabilities and strategic resources of a firm and provides one of the most important 
sources of information required for making strategic and operative decisions concerning a 
firm’s intangible assets (Dumay et al., 2015). The definition of intellectual capital and its 
taxonomy discussed here also allows us to measure its components in a systematic 
manner. 
Currently, the lack of clear guidelines in financial reporting regarding intellectual 
capital contributes to the difficulty to standardise the level of disclosure on intangible 
assets in the annual reports. Consequently, the level of IC disclosure not only varies 
across firms but also across industries. Nevertheless, it is acknowledged that the stringent 
regulations on IC disclosure would make it inappropriate due to the various firm 
characteristics and industries in which the firms are operating in. From the strategic 
management point of view, when firms are given the freedom to disclose information on 
intellectual capital, how they choose to disclose this information offers valuable insights 
on the corporate identities of these firms (Guthrie and Petty, 2000). 
Intellectual capital disclosure reveals strategic information on the financial position as 
well as the competitiveness of the firm. From the investors’ point of view, IC disclosure 
would give them the essential information to evaluate the value and the financial prospect 
of the firm in the long run. From the company’s point of view, firms disclose corporate 
information in order to enhance their reputation and as means to build trust with the 
stakeholders. This trust is of vital importance and has strategic implications, which in 
return helps the firms to sustain a competitive advantage. The voluntary disclosure of 
intellectual capital in the annual reports also prevents false information from spreading to 
the public, and thus the level and the quality of IC disclosure is continuously managed as 
part of a company’s brand and would necessitate further research (Melloni, 2015). 
2.2 Research issues in intellectual capital disclosure 
Shareholders and public investors would be one of the primary groups who benefit the 
most from intellectual capital disclosure. Hope (2003) has confirmed via a firm sample 
collected from 22 countries that voluntary corporate disclosure provides valuable insights 
also to the analysts and other stakeholders who use this information in their decision-
making process. From the marketing and communication point of view, firms who 
choose to disclose information about intellectual capital would appear to be more socially 
responsible. Consequently, the degree of corporate social responsibility in a firm’s 
business operations can be examined via the level and the quality of information 
disclosed in its annual reports (Dias et al., 2016). However, ways to measure intellectual 
capital disclosure are admitted to be difficult. Research models aimed to measure the 
level of IC disclosure by segregating the firm characteristics with that of the industry 
groupings offers one way to overcome this challenge. In the present study, the effect of 
both firm-specific attributes and industry groupings will be examined on the level of IC 
disclosure using the research framework established by the previous literature. 
In order to capture the value generated by the intellectual capital disclosure, both 
researchers and practitioners have used various research models, such as the intellectual 
capital disclosure index, to quantify the level of IC disclosure. However, as there exist no 
clear accounting regulations on IC disclosure, it is difficult to objectively measure the 
quality of IC disclosure from the annual reports. Nevertheless, researchers, such as 
Guthrie and Petty (2000), have confirmed the importance of annual reporting of 
intellectual capital and intangible assets, and thus the annual reports do offer us some 
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useful information, which can be used to study the relationship between corporate 
governance attributes and the level of IC disclosure. Previous research has established 
that the concept of intellectual capital is rather misunderstood due to a lack of research 
and the need for further research is strong (Dumay, 2016). Consequently, in the present 
study, the aim is to contribute to the advancement of the field and further our 
understanding of the IC disclosure literature using a set of firm data collected from the 
Scandinavian countries. Subsequently, the hypotheses of the present study are formulated 
as below: 
H1: Firms operating in industries that put more emphasis on intangible assets exhibit 
a higher level of intellectual capital disclosure. 
H1a: Firms operating in the IT industry exhibit a higher level of intellectual capital 
disclosure. 
H2: Disclosure in intellectual capital is more related to industry-specific factors 
rather than firm-specific factors. 
H2a: The level of intellectual capital disclosure is not affected by firm size. 
H2b: The level of intellectual capital disclosure is not affected by the leverage ratio. 
H2c: The level of intellectual capital disclosure is not affected by information 
asymmetry. 
Brüggen et al. (2009) have studied a data sample of 125 publicly listed firms and 
combined an analysis of those industries in which rely their business heavily on R&D and 
the value bought by the firm’s intangible assets. In line with the public expectation from 
the investors and the stakeholders, the authors have found that firms choose to disclose 
information based on the corporate culture and the macro-environment in which they are 
operating in. The determinants of intellectual capital disclosure include the industry type 
and firm size. In the present study, we have chosen to look at the effect of industry type, 
firm size, the leverage ratio and information asymmetry on the level of IC disclosure. Our 
results confirm the correlation between the level of IC disclosure and the industry-
specific factors. 
The research framework established by Brüggen et al. (2009) has been previously 
adopted in various disclosure studies including but not limited to Guthrie and Petty 
(2000), Brennan (2001), Bozzolan et al. (2003), April et al. (2003), Goh and Lim (2004), 
Abeysekera and Guthrie (2005) and Xia and De Beelde (2016). These studies have aimed 
to examine the level of disclosure based on the outcome of the content analysis on a 
sample of listed firms. While these papers have studied a relatively small number of 
sample firms, such as 19 listed companies in Guthrie and Petty (2000)’s research and 11 
listed companies in Brennan (2001)’s research, the disclosure theories established in 
these papers derives high significance and invite further research on IC disclosure. 
Specifically, Brüggen et al. (2009) have conducted a content analysis on the disclosure 
items followed by a regression analysis in order to examine the research question. In their 
studies, the disclosure items were determined based on the previous literature and 
thereafter aggregated in order to quantify the frequencies of their occurrence. In this 
paper, we will further explore this type of research design to study the corporate 
governance practices and the related IC disclosure activities in the Scandinavian contexts. 
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3 Research methodology 
For each of the firm in the given sample, we have chosen to analyse the annual reports for 
the three consecutive years as our primary source of data. First, we will employ content 
analysis to examine the intellectual capital reporting practices of these firms. Then, we 
will conduct regression analysis to evaluate the relationship between the firm and the 
industry-specific factors on the level of IC disclosure. In this case, the level of IC 
disclosure is measured by a list of items that can be classified into the following 
categories:  
1 human capital, which reveals information related to the firm from the employees’ 
point of view 
2 organisational asset, which acts as the management backbone and is perceived as the 
organisational structure of the company 
3 environmental capital, which bonds the firm with its external macro-environment. 
3.1 Dependent variable 
Table 1 shows the determinants of IC disclosure that are used in this study based on the 
previous literature (Brüggen et al., 2009). Based on the information collected from the 
annual report, the patterns of these textual data can be captured to further our 
understanding of the IC disclosure literature from an empirical point of view. It is 
acknowledged that the result of the content analysis is context-dependent and that this 
process also invites selection bias. While the unique nature of the individual text cannot 
be pervasively generalised as a result of the qualitative study, content analysis can be 
useful as a method to study the underlying construction of the textual data. Specifically, 
we have chosen to use inductive content analysis to aggregate the determinants of 
intellectual capital disclosure in accordance with the previous literature. 
Table 1 The determinants of intellectual capital disclosure 
Intellectual property Human capital Organisational asset Environmental capital 
Economic value added Employee expertise Cultural diversity Supplier knowledge 
Intellectual capital Employee skill Organisational culture Supply chain management 
Knowledge asset Employee 
productivity 
Corporate learning Customer knowledge 
Intellectual resources Employee know-how Knowledge sharing Company reputation 
Knowledge value Human asset Organisational learning Company brand 
Intellectual property Human resources Knowledge management Environmental asset 
Intellectual know-how Human value Information system Customer relationship 
management 
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3.2 Independent variables 
For the independent variables, the firm size is measured by the natural logarithm of the 
total assets; the leverage ratio is calculated by the debt-to-equity ratio, and information 
asymmetry is indicated by the percentage of stock not held by the 20 largest shareholders 
based on the information provided in the annual reports. These variables are included in 
the subsequent regression model. It is expected that investors might be more concerned 
with the intellectual capital disclosure in cases where investment is mostly based on the 
firm’s intangible assets, and this should be reflected in the industry coefficients of our 
model. 
3.3 Data collection 
Our data consists of the listed firms in the Scandinavian countries. Table 2 shows the 
industries in which these firms operate. From each industry, we have collected the annual 
reports of these firms from the years 2008, 2010 and 2012. This gives us a total sample of 
123 annual reports under study. The annual reports act as one of the best sources of IC 
disclosure. This is because they reveal strategic information about the firms that are 
beyond the reporting requirements of the accounting regulations. 
Table 2 Sample firms classified by industries 
Industry type Number of firms Percentage 
Energy 5 12.20 
Information technology 6 14.63 
Consumer goods and services 5 12.20 
Basic industry 5 12.20 
Groceries 3 7.32 
Finance 6 14.63 
Industrial products and services 10 24.39 
Healthcare 1 2.44 
In total 41 (N = 123 in total) 100 
We have used the Industry Classification Standard in Finland as the guideline to group 
these sample firms. As shown in Table 1, the 123 annual reports are collected from the 
following industries: energy (5 companies), information technology (6 companies), 
consumer goods and services (5 companies), 1 basic industry (5 companies), groceries (3 
companies), finance (6 companies), industrial products and services (10 companies) and 
healthcare (1 company). In this case, the basic industry refers to the industrial sector, 
which exports all or nearly all its production. In order to increase the reliability of our 
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3.4 Methods 
An ordinary least square (OLS) regression model is constructed to analyse the firm- and 
industry-specific factors on the level of IC disclosure. In the subsequent regression 
analysis, we have focused our analysis based on the information provided in the annual 
reports from the year 2008. We have found similar results when analysing data from 
2010 and 2012, and thus we do not present the comparison in this paper. Specifically, our 




Disclosure of Intellectual Capital    Size    Leverage 
  Information Asymmetry IT Industry 








where the intellectual capital disclosure is the measure of the level of IC disclosure from 
the annual reports, as specified in Table 3. The coefficients from β4 to β6 are the 
coefficients of dummy variables for the industries analysed in our given sample, as 
specified in Table 2. Each dummy variable takes the value of 1 for each industry 
respectively and 0 otherwise. The indicators corresponding to the other industries have 
been removed to alleviate collinearity, while at the same time allowing an analysis of 
hypothesis H1 by including industries with different levels of intangible assets. 
Table 3 The number of disclosed determinants of intellectual capital 
Groups of determinants 2008 2010 2012 
Intellectual property 88 70 88 
Human capital 106 105 100 
Organisational asset 17 25 20 
Environmental capital 1026 1201 1082 
Total 1237 1401 1290 
In order to examine the robustness of our results in a setting with a reduced statistical 
variance, we have formulated a second OLS model by excluding the field variables from 
Model (1). As the field variables are removed, the reduced model addresses Hypothesis 
H2 specified in our study. Therefore, the regression equation is formulated as below: 
0 1 2
3







where the variables are specified in accordance with the previous regression model.  
In order to assess the effect of collinearity, we have performed a factor analysis of the 
independent variables specified in Model (1). The results are shown in Table 4. 
Table 4 Factor analysis of the independent variables in the OLS regression model (1) 
Component 1 2 3 4 5 6 
% of variance 26.56 25.76 18.36 12.64 10.83 5.81 
Cumulative % of 
variance 
26.56 52.36 70.72 83.35 94.19 100 
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In addition to the classical standard errors of the regression coefficients, we have also 
estimated the heteroscedasticity robust standard errors as explained in the work of White 
(1980). Moreover, the p-value of the complete model is computed using the Wald test; 
for analysis purposes, the heteroscedasticity robust estimates will take priority, as there 
are no specific reasons to assume homoscedasticity of the noise terms in Models (1)  
and (2). 
4 Results 
It is confirmed that based on the extent of IC disclosure appeared in the annual reports, 
firms in the Scandinavian countries put high significance on the management of 
intellectual capital. Accounting and reporting regulations also require that intellectual 
capital and intangible assets related to patents, trademarks and copyrights to be disclosed 
in the annual reports, which partially explains the relatively high level of IC disclosure of 
these firms. Moreover, as a corporate strategy to build a strong brand and to combat the 
drawbacks associated with information asymmetry, the disclosure of intellectual capital 
reveals valuable insights about the business culture and the corporate identities of these 
firms. During the content analysis process, IC disclosure is found to be one of the most 
frequently disclosed items in the notes of financial statement, management forecasts and 
operation reports. This confirms the fact that the top management does put a strong 
emphasis on intellectual capital reporting and that there is a growing interest in the 
subject matter especially for firms operating in the R&D intensive industries. 
4.1 Descriptive statistics 
Table 3 shows the frequency of the determinants of the IC disclosure. These frequencies 
are estimated as approximations where annual reports are collected in the local language. 
We have aimed to increase the reliability of our results via random selection. Moreover, 
the results of the content analysis are compared with the results of similar studies from 
the previous literature. Consequently, it is seen that firms tend to disclose less 
information on their business organisations and more on their relationships with the 
outside environment. Table 3 also shows that the level of IC disclosure is more dependent 
on the pre-grouped categories rather than the specific year of disclosure. Moreover, 
despite the five-year period differences at the time of measurement, firms seem to exhibit 
a rather similar tendency to disclose information on intellectual capital and that the 
tendency of increasing disclosure from year to year is unclear. This result implies that 
firms’ corporate identity is slow to change and that there exists a high potential for more 
disclosure of information on intellectual capital and intangible assets. 
Table 5 shows the descriptive statistics for the variables in Model (1) including the 
industry indicator variables in Table 2. From Table 5, we see that there are no significant 
outliers in the data in terms of extreme values. To account for collinearity, we have 
performed a factor analysis of the independent variables in Table 4. It is seen that the last 
component displays a relatively small share of the variance; however, as it turns out our 
regression results are statistically significant, and thus the slight collinearity does not 
pose a significant problem for our subsequent analysis. 
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Table 5 Descriptive statistics 
 Mean Std. dev. Minimum Maximum 
Disclosure 30.17 24.29 0 96.00 
Log firm size 21.60 2.34 16.42 25.82 
Leverage 0.60 0.15 0.31 0.97 
Inf. Asym. 49.39 21.05 0 97.91 
Table 4 shows the results of a factor analysis of the independent variables presented in 
Table 5. The aim of the factor analysis is to more closely assess the presence of 
collinearity. A factor analysis is performed in this case to capture the variability among 
the observed and the correlated variables via a number of factors. This knowledge reveals 
the interdependence relationships between the observed variables in the dataset. 
Therefore, Table 4 displays the proportionate variances of the factors to the total variance 
under analysis. While it is acknowledged that the last components may demonstrate less 
variance in value respectively, collinearity is shown to be relatively modest to support our 
subsequent OLS analysis. 
4.2 Multiple linear regression analysis 
The results of OLS regression with Model (1) are summarised in the first column in 
Table 6. In this table, the standard statistics, as well as the heteroscedasticity-consistent 
standard errors and the Wald test, are computed to our models. These tests are performed 
to assess whether there exists any heteroscedasticity in our sample data. Consequently, 
when it comes to the heteroscedasticity-consistent estimates, which should take priority 
as homoscedasticity has not been verified, Model (1) is seen as statistically significant. 
The statistically significant coefficient, in this case, is the IT industry. 
Table 6 OLS regression on the disclosure of intellectual capital with classical and White’s 
heteroscedasticity robust standard errors (the latter on the right side) in parentheses 
Independent variable Model 1 Model 2 
Constant –29.37 (41.42/35.45) –10.20 (42.63/41.53) 
Log Size 1.61 (2.38/2.42) 1.25 (2.50/2.98) 
Leverage 27.09 (31.36/32.69) 12.86 (32.52/37.30) 
Information asymmetry 0.11 (0.25/0.23) 0.13 (0.25/0.24) 
IT industry 24.47 (11.10/10.38) **  
Basic industry –7.18 (12.50/6.47)  
Energy industry 6.39 (17.55/11.98)  
R2 and p-value of the model 0.25 (0.03) 0.06 (0.34) 
The p-values of the models were computed as the Wald test using the heteroscedasticity 
robust weight covariance estimate. Statistically significant (on the 0.05 confidence level) 
coefficients are marked by **. 
Based on the regression results, the logarithmic firm size and the leverage ratio do not 
have a strong influence on the level of IC disclosure. This can be partially explained by 
   
 
   
   
 
   
   
 
   
    Corporate governance and intellectual capital disclosure 11    
 
    
 
 
   
   
 
   
   
 
   
       
 
the fact that IC disclosure differs from corporate disclosure, as disclosure on intellectual 
capital is more related to industry-specific factors rather than firm-specific factors. In 
other words, irrespective of the firm size and leverage ratio, management has the 
incentives to disclose information on intellectual capital based on public expectation, 
which are not reflected in these firm characteristics. As a matter of fact, the results of the 
regression model show that the statistically significant coefficient corresponds to the IT-
industry, partially confirming Hypothesis 1. In Model (2), we have simplified our 
analysis in order to examine the role of information asymmetry on the level of IC 
disclosure more in detail. In this case, we have decided to remove the field indicators in 
order to reduce the estimation variance. The results of the OLS estimation of Model (2) 
are summarised in Table 6. 
The results from the Model (2) show that information asymmetry does not play a 
significant role on the level of intellectual capital disclosure. This result is also confirmed 
by previous literature (Brüggen et al., 2009). This is partially due to the fact that 
information asymmetry alone does not affect the management’s decision to disclose 
information but that its potential value is maximised as a result of the disclosure. 
Nevertheless, it is acknowledged that one potential research issue with the empirical 
analyses is the potential limitation regarding the sample size. Therefore, in this case, the 
finding may not reveal the ‘true’ relationship between information asymmetry and the 
level of IC disclosure. Nevertheless, this is acknowledged to be of a concern in all 
empirical studies. Our goal here is not to establish a stringent causality relationship 
between these contextual factors and the level of IC disclosure but to capture potential 
trends and patterns. 
5 Conclusions 
Intellectual capital being part of organisational value creation is manifested through the 
close linkage between the different internal and external organisational resources. Within 
the context of intellectual capital, a firm’s performance can be evaluated from the 
stakeholders’ point of view suggesting that firm performance is built on top of the 
relationships that it establishes with its stakeholders, such as the relationship with its 
shareholders, investors, employees, customers, suppliers and the government (Lins et al., 
2017). Therefore, value creation is generated from firms gaining a competitive advantage 
resulting in their sound financial performances via acquiring and effectively managing its 
strategic assets (Xia, 2016). As intangible assets are defined by the previous literature to 
be valuable, rare, non-substitutable and hard to imitate, intellectual capital incorporates 
intangible value, which confirms its potential and significance for firms to use them in 
achieving superior performance. Intellectual capital disclosure also enhances a firm’s 
brand and reputation. 
A firm’s organisational performance is admittedly to be heavily influenced by its 
intangible assets and knowledge management. These human, organisational and 
relational capital assets can be used to create value to the organisation especially in 
industries where the technological know-how offers a firm its competitive advantage. 
However, the concept of intellectual capital is rather complex, and until now, it has not 
been fully understood by most of the organisations (Khan, 2015). Therefore, there is a 
vital need for more research in IC disclosures. As a matter of fact, without proper IC 
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evaluation and treatment, having a quality financial report may be arguably difficult if not 
impossible. 
Previous research has established that intellectual capital can be categorised and that 
the level and the quality of IC disclosure vary across firms and firms from different 
industries (Maaloul and Zéghal, 2015). The present study differs from the previous 
studies in terms of the time, data sample, industry type and other contextual factors 
constructed in the current research paradigm. Previous research has shown that the 
studies of corporate disclosure is geographically bounded and may not be extended across 
national borders due to the different regulatory and economic environments in which 
these firms are operating in Kang et al. (2007). Consequently, we have chosen to limit 
our research focus on IC disclosures in the Scandinavian countries. Based on the results 
there exist industry-specific factors that are found to contribute to the level of IC 
disclosure in line with the previous literature. However, when it comes to the firm-
specific factors, such as firm size, the leverage ratio and information asymmetry, the level 
of IC disclosure seems to exhibit a much weaker correlation. This can be partially 
explained by the fact that while the public would benefit from the intellectual capital 
disclosure, the top management may be refrained from disclosing strategic information to 
their competitors irrespective of their firm structures and as a result of insider trading and 
management opportunism. Nevertheless, intellectual capital disclosure is an integrated 
part of corporate governance, and thus can be effectively managed to enhance a firm’s 
corporate and social identity. 
6 Limitations of the study and future research 
The present study reports on the IC disclosure activities in the Scandinavian contexts, as 
there is an increasing demand to evaluate the top management practices of these firms to 
update and further our understanding in the IC disclosure literature. Based on the results, 
there is room for more research on the relationship between the firm-specific factors and 
the level of IC disclosure elsewhere. This is because the research of IC disclosure is often 
limited to the information provided in the local data, while the generalisability of such 
findings may not be extended across national borders due to the different regulatory and 
economic environments as well as the size of capital markets in these regions. 
Consequently, the importance and the value of IC disclosure should be considered to be 
separately examined in different regions. Moreover, we have chosen a cross-sectional 
analysis to discover the relevance of findings across industries. Alternatively, it would be 
interesting to limit the research focus to one specific industry in order to capture any 
possible trends in the IC disclosure in the respective industry. 
While we have aimed to examine the relationship between the firm-specific factors 
and industry groupings on the level of IC disclosure, this type of measurement framework 
of IC disclosure is admittedly not perfect. Therefore, there exist future research 
opportunities to consider the introduction of other control variables in order to examine 
the significance of IC disclosure and its strategic implications on corporate governance. 
Moreover, we have collected data over a five-year period, which allowed us to capture 
some potential trends in the IC disclosure practices. However, it is possible that the 
relationship between the IC disclosures and the different organisational factors may be 
closely related in the recent years, and thus would show more variations under a different 
research framework. Consequently, the findings of this paper are not aimed to show a 
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strict causality relationship between these influential factors but aimed more at capturing 
possible patterns in how IC disclosure is executed in the Scandinavian context. 
In line with the previous literature, the industry type seems to affect the level of IC 
disclosure especially those industries which heavily rely their business on the value 
brought by the firm’s intangible assets. Under the public pressure from the investors and 
other stakeholders, management chooses to disclose information in accordance to the 
industry norms, and intellectual capital disclosure is found to have enterprise values to 
these firms in the long run. This also partially explains why firms exhibit similar 
behaviour on the disclosure practices from year to year and that the significance of IC 
disclosure remains high. Given that the level of IC disclosure is related to the industry in 
which the firm is operating in, even in the absence of compulsory accounting regulations 
for IC disclosure, firms would choose to disclose information rather consistently of what 
is expected of them and depending on the nature of their business. Therefore, in terms of 
future research, it would be interesting to integrate the expectation theory into the 
intellectual capital disclosure literature and evaluate the link between public expectation 
and the level of IC disclosure. 
The accounting rules and policies announced by the Scandinavian governments, 
especially regarding the accounting standards governing the ownership structures and 
board compositions, would affect the level and the quality of corporate disclosure. The 
Scandinavian firms are globally recognised for their sound corporate governance and 
disclosure practices (Thomsen, 2015). This is partially due to the fact that the 
Scandinavians firms have managed to integrate the corporate responsibility and 
stakeholder support in their daily operations, which result in their good reputation. In 
other words, the concept of ‘creating shared value’ for firms in the Scandinavian 
countries is reflected by the fact that they place high importance on sound corporate 
governance and sustainable performances in their management philosophy (Strand et al., 
2015). This paper has further reinforced this theory via an empirical study of the different 
corporate governance attributes and industry groupings on the level of IC disclosure. 
While this paper has focused on the Scandinavian context, the findings presented in this 
paper offer some interesting insights for international academics who may use our results 
as a basis for further research. 
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